












































HENDERSON COUNTY WATER DISTRICT 
Notes to Financial Statements 
December 31 , 2019 and 2018 

NOTE 9 - OTHER POST-EMPLOYMENT BENEFITS - MEDICAL INSURANCE PLAN. CONTINUED 

all active members who die in the line of duty. The total OPEB liability as of June 30, 2018 is determined 
using these updated benefit provisions. 

B. Contribution Policy 

For fiscal years ended June 30, 2019, 2018 and 2017 participating employers contributed 5.26%, 
4.70% and 4.73% for CERS non-hazardous, and 9.35% and 9.35% for CERS hazardous, respectively. 
The District's contributions to CERS for the fiscal year ending June 30, 2019, 2018 and 2017 were 
$22,293, $22, 138 and $12,457 respectively. The amount of contribution pa id by the Insurance Fund is 
based on years of service. For members participating prior to July 1, 2003, years of service and 
respective percentages of the maximum contributions were $13.38 and $20.07 for CERS non
hazardous and CERS hazardous, respectively as of June 30, 2018. 

C. Pension Liabil ities, Pension Expense. Deferred Outflows of Resources. and Deferred Inflows of 
Resources Related to Pensions 

At December 31, 2019, the District reported a liability of $303,643 for its proportionate share of the net 
OPEB liability. The net OPEB liability was measured as of June 30, 2018 and the total pension liability 
used to calculate the net pension liability was determined by an actuarial valuation as of that date. The 
District's proportion of the net OPES liabi lity was based on a projection of the District's long-term share 
of contributions to the insurance plan relative to the projected contributions of all participating KRS 
members, actuarially determined. At June 30, 2018, the District's proportion was 0.017102% which 
was an increase of .000026% from its proportion measured as of June 30, 2017. For the year ended 
December 31 , 2019 the District recognized OPES expense of $39,059. At December 31, 2019, the 
District reported deferred outflows of resources and deferred inflows of resources related to pensions 
from the following sources: 
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HENDERSON COUNTY WATER DISTRICT 
Notes to Financial Statements 
December 31 , 2019 and 2018 

NOTE 9 - OTHER POST-EMPLOYMENT BENEFITS - MEDICAL INSURANCE PLAN, CONTINUED 

2019 

Deferred Deferred 

Outflovvs of Inflows of 

Resources Resources 

Difference between expected and 

actual experience $ $ 35,386 

Changes in assumptions 60,642 702 

Net difference between projected and actual imestment 

earnings on pension plan imestments 20,915 

Changes in proportion and differences 

between District contributions and 

proportionate share of contributions 2,491 637 

District's contributions subsequent to the measurement date 22,293 

(Current fiscal year District contributions) 

Total $ 85,426 $ 57,640 

$22,293 reported as deferred outflows of resources related to OPES resulting from District contributions 
subsequent to the measurement date will be recognized as a reduction of the net OPES liability in the 
year ended December 31 , 2019. Other amounts reported as deferred outflows of resources and 
deferred inflows of resources related to OPES will be recognized in OPEB expense as follows: 

Year Ended December 31 : 

2020 $ 9,781 

2021 9,781 

2022 9,781 

2023 9,781 

Thereafter 13,408 

$ 52,532 
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HENDERSON COUNTY WATER DISTRICT 
Notes to Financial Statements 
December 31 , 2019 and 2018 

NOTE 9 - OTHER POST-EMPLOYMENT BENEFITS - MEDICAL INSURANCE PLAN, CONTINUED 

D. Actuarial Valuation 

The Net OPEB Liability is equal to the Total OPEB Liability minus the Fiduciary Net Position. That result 
as of June 30, 2018, for the plan is presented in the table below: 

Total OPE S Liability 
Fiduciary Net Position 

Net Pension Liability 

Ratio of Fiduciary Net Position to 
Total OPEB Liability 

Non-Hazardous 
$ 4 , 189,606 

2,414, 126 

$ 1,775,480 

57.60% 

The following presents the net OPEB liability of CERS, calculated using the discount rate of 5.85%, as 
well as what CERS net OPEB liability would be if it were calculated using a discount rate that is one 
percentage point lower (4.85%) or one percentage point higher (6.85%) than the current rate for non
hazardous. 

Sensitivity of the Net OEB Liability to Changes in the Discount Rate 

District's proportionate share 
of Net Pension Liabil ity 

1% 
Decrease 
(4.85%) 

$394,383 

Non-Hazardous 

Current Discount 
Rate (5.85%) 

$303,643 

1% Increase 
(6.85%) 

$226,348 

Sensitivity of the Net OPEB Liability to Changes in the Health Care Cost Trend 

District's proportionate share 
of Net Pension Liability 

1% 
Decrease 
(4.85%) 

$226,064 

Non-Hazardous 

Current Discount 
Rate (5 .85%) 

$303,643 

1% Increase 
(6.85%) 

$395,084 
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HENDERSON COUNTY WATER DISTRICT 
Notes to Financial Statements 
December 31, 2019 and 2018 

NOTE 9- OTHER POST-EMPLOYMENT BENEFITS- MEDICAL INSURANCE PLAN. CONTINUED 

The Total OPEB Liability was determined by an actuarial valuation as of June 30, 2018, using the 
following actuarial assumptions, applied to all periods included in the measurement: 

Actuarial Cost Method 

Asset Valuation Method 

Amortization Method 

Amortization Period 

Payroll Growth Rate 

ln\€stment Return 

Inflation 

Salary Increases 

Mortality 

Health Care Trend Rates (Pre-65) 

Health Care Trend Rates (Post-65) 

Non-Hazardous 

Entry Age Normal 

20% of the difference between the market value of assets 

and the expected actuarial value of assets is recognized 

Le\€1 Percent of Pay 

27 Years, Closed 

4.00% 

7.50% 

3.25% 

4.00%, a\€rage, including 

RP-2000 Combined Mortality Table, projected to 2013 with 

Scale BB (set back 1 year for females) 

Initial trend starting at 7.5% and gradually decreasing to 

an ultimate trend rate of 5.00% o\€r a period of 5 years 

Initial trend starting at 5.5% and gradually decreasing to 

an ultimate trend rate of 5.00% o\€r a period of 5 years 

The actuarial valuation date upon which the total OPEB liability was based is June 30, 2017. An 
expected total OPEB liability is determined as of June 30, 2018, using standard roll forward techniques. 
The roll forward calculation adds the annual cost (also called the service cost) , subtracts the actual 
benefit payments and refunds for the plan year then applies the expected investment rate of return for 
the year. The procedure was used to determine the total OPEB liability as of June 30, 2018. 

E. Prior Period Adjustment 

Net position, as previously stated, 

December 31, 2017 

Prior period adjustment -

Implementation of GASS Statement No. 75: 

Net OPES liability (measurement date) 

Net position, as restated 

January 1, 2018 

$ 9,980,689 

(382,382) 

$ 9,598,307 

Detailed information about the OPEB plan's fiduciary net position is available in the separately issued 
KRS financial report at www.kyret.ky.gov. 
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HENDERSON COUNTY WATER DISTRICT 
Notes to Financial Statements 
December 31 , 2019 and 2018 

NOTE 10 - OTHER EMPLOYEE BENEFITS 

Compensated Absences 

All employees of the Water District earn and accrue vacation and sick time. Employees accumulate two 
weeks paid vacation after the first year of service, three weeks after five years of service and four weeks 
after twenty years of service. Employees accrue one sick day per month which may be carried over each 
year. Upon termination, accumulated sick days are converted to vacation days at the rate of four sick days 
equal ing one vacation day. An employee leaving for retirement will be paid their accumulated vacation and 
sick days converted to vacation as noted above. An employee leaving for any other reason will be paid 
only their f!Ccumulated vacation days. This liabi lity is recorded in the financial statements. 

NOTE 11 - DEFERRED OUTFLOWS 

Deferred outflows reported for the years end ing December 31 , 2019 and 2018, consisted of the following: 

2019 
Loss on defeasance of bonds $ 73,600 
District's proportion related to net pension liability 362, 126 

$ 435,726 

NOTE 12 - DATE OF MANAGEMENT REVIEW 

$ 

$ 

2018 

85,220 
349,330 

434,550 

Management of the District has evaluated subsequent events through March 20, 2020, which is the date 
the financial statements were available to be issued. 
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2019 

District's proportion of the net 
pension liability 0.017103% 

District's proportionate share of 
the pension liability (asset) $ 1,041 ,625 

District's covered-employee payroll $ 445,326 

District's proportionate share of the 
net pension liability (asset) as a 
percentage of its covered employee 
payroll 233.90% 

Plan fiduciary net position as a 
percentage of the total pension 
liability 53.54% 

HENDERSON COUNTY WATER DISTRICT 
Schedule of District's Proportionate 

Share of Net Pension Liability 
County Employee Retirement System 

Year Ended December 31, 2019 

2018 2017 2016 

0.016842% 0.018005% 0.017380% 

$ 985,814 $ 908,933 $ 713,386 

$ 444,384 $ 400,712 $ 425,653 

221 .84% 226.83% 167.60% 

53.32% 55.50% 59.97% 

2015 

0.017380% 

$ 563,873 

$ 424,452 

132.85% 

66.80% 
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2019 

Contractually requ ired contributions $ 79,200 

Contributions in relation to the 

contractually required contribution (79,200) 

Contribution deficiency (excess) $ 

District's covered-employee payroll $ 445,326 

Contributions as a percentage of 
covered-employee payroll 17.78% 

HENDERSON COUNTY WATER DISTRICT 
Schedule of District's Contributions 

Kentucky Retirement System 
Year Ended December 31 , 2019 

2018 2017 2016 

$ 68,205 $ 75,862 $ 76,005 

(68,205) (75,862) (76,005) 

$ $ $ 

$ 444,384 $ 400,712 $ 425,653 

15.35% 18.93% 17.86% 

2015 

$ 72, 111 

(72, 111) 

$ 

$ 424,452 

16.99% 
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2019 

District's proportion of the net 
pension liability 0.017103% 

District's proportionate share of 

the pension liability (asset) $ 303,643 

District's covered-employee payroll $ 445,326 

District's proportionate share of the 
net pension liability (asset) as a 
percentage of its covered employee 
payroll 68.18% 

Plan fiduciary net position as a 
percentage of the total pension 
liability 57.62% 

HENDERSON COUNTY WATER DISTRICT 
Schedule of District's Proportionate 

Share of Net OPES Liability - Non Hazardous 
Medical Insurance Plan 

Year Ended December 31 , 2019 

2018 

0.016842% 

$ 338,582 

$ 444,384 

76.19% 

52.39% 
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Contractually required contributions $ 

Contributions in relation to the 

contractually required contribution 

Contribution deficiency (excess) $ 

District's covered-employee payroll $ 

Contributions as a percentage of 
covered-employee payroll 

HENDERSON COUNTY WATER DISTRICT 
Schedule of District's Contributions - Medical Insurance Plan 

Kentucky Retirement System 
Year Ended December 31 , 2019 

2019 2018 

22,293 $ 22 , 138 

(22,293) (22 ,138) 

$ 

444,384 $ 444,384 

5.02% 4.98% 
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HENDERSON COUNTY WATER DISTRICT 
Schedule of Revenues, Expenses and Changes in Fund Net Position 

Budget and Actual 
Year Ended December 31 , 2019 

Actual Budgeted Over/( Under) 
Amounts Amounts Budget 

Operating revenues : 
Water $ 3,080,066 $ 3,100,000 $ (19,934) 
Penalties and sundry 112,930 105,000 7,930 

Total operating revenues 3,192,996 3,205,000 (12,004) 

Operating expenses: 
Purchased water 1,447,602 1,400,000 47,602 
Pumping util ities 58,451 60,000 (1,549) 
Maintenance of system 359,547 375,000 (15,453) 
Vehicle and equipment 37,825 54,000 (16,175) 
Customer accounts 130,642 130,000 642 
Administration 562,911 600,000 (37,089) 
Depreciation 430,888 414,176 16,712 

Total operating expenses 3,027,866 3,033,176 (5,310) 

Operating income 165,130 171 ,824 (6,694) 

Non-operating revenues (expenses): 
Investment income 50, 125 30,000 20, 125 
Interest expense (137,041) (147,802) 10,761 

Total non-operating revenues (expenses) (86,916) (117,802) 30,886 

Income (loss) before contributions 78,214 54,022 24,192 

Capital contributions 26,765 26,765 

Change in net assets 104,979 54,022 50,957 

Net position, beginning of year 9,591,447 9,591 ,447 

Net position , end of year $ 9,696,426 $ 9,645,469 $ 50,957 
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HENDERSON COUNTY WATER DISTRICT 

Schedule of System Maintenance, Customer Accounts 

and Administrative Expenses 
Years Ended December 31 , 2019 and 2018 

2019 

Maintenance of System: 
Maintenance of mains $ 214,262 
Materials & supplies - transmission 98,678 
Materials & supplies - pumping 3,705 
Maintenance of tanks 42,458 
Rental - equipment 444 

$ 359,547 

Customer accounts: 
Salaries - meter reading $ 20,261 

Billing and collections - labor and materials 97 ,587 
Bad debts 13,212 
Collection fees (418) 

$ 130,642 

Adm inistration: 

Salaries $ 108,851 
Vacation and unassigned salaries 60,853 
Commissioner's fees 10,050 
Payroll taxes 36,586 
Employee benefits 226,996 
Office and computer expense 17,755 
Telephone and utilities 13,590 
Advertising 71 
Professional fees 16,986 
Insurance 32,704 
Regulatory commission 7,056 
Maintenance - office 12,663 
Miscellaneous and general 18,750 

$ 562,911 

2018 

$ 197,974 
70,950 

1,655 
1,309 

252 

$ 272,140 

$ 14,482 
90,754 

3,594 
272 

$ 109,102 

$ 92,630 
61 ,003 

9,600 
35,953 

239,522 
12,360 
12, 187 

306 
18,716 
55,938 
8,305 

10,984 
12,084 

$ 569,588 
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~~t41KEMPER 
-~CPA GROUP up 
Certified Public Accountants and Consultants 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN 

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

To the Board of Commissioners 
Henderson County Water District 
Henderson, Kentucky 

We have audited, in accordance with the auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards issued by the 
Comptroller General of the United States, the financial statements of the business-type activities of the Henderson 
County Water District, as of and for the year ended December 31 , 2019, and the related notes to the financial 
statements, which collectively comprise the Henderson County Water District's basic financial statements and have 
issued our report thereon dated March 20, 2020. 

Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the Henderson County Water 
District's internal control over financial reporting (internal control) to determine the audit procedures that are 
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements, but not for 
the purpose of expressing an opinion on the effectiveness of the Henderson County Water District's internal control. 
Accordingly, we do not express an opinion on the effectiveness of the Henderson County Water District's internal 
control. 

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control such that there is a reasonable possibility that a material misstatement of the entity's financial statements 
will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and 
was not designed to identify all deficiencies in internal control that might be material weaknesses or significant 
deficiencies and therefore, material weaknesses or significant deficiencies may exist that have not been identified. 
Given these limitations, during our audit we did not identify any deficiencies in internal control that we consider to 
be material weaknesses. We did identify certain deficiencies in internal control , described in the accompanying 
schedule of findings and questioned costs as items that we consider to be significant deficiencies [2019-1 ]. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Henderson County Water District's financial 
statements are free from material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and material 
effect on the determination of financial statement amounts. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our 
tests disclosed no instances of noncompliance or other matters that are required to be reported under Government 
Auditing Standards. 

94 1 N. Green treet • P. O. Box 676 • Hender on, KY 424 19-0676 
Ph ne: (270) 826-44 74 Fax: (270) 826-6735 kempercpa.com 
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Henderson County Water District's Response to Findings 

Henderson County Water District's response to the findings identified in our audit is described in the accompanying 
schedule of findings and questioned costs. Henderson County Water District's response was not subjected to the 
auditing procedures applied in the audit of the financial statements and , accordingly, we express no opinion on it. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing , and not to provide an opinion on the effectiveness of the entity's internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing Standards 
in considering the entity's internal control and compliance. Accordingly, this communication is not suitable for any 
other purpose. 

Kemper CPA Group LLP 
Certified Public Accountants and Consultants 

Henderson, Kentucky 
March 20, 2020 

page 33 



HENDERSON COUNTY WATER DISTRICT 
Schedule of Findings and Responses 

Year Ended December 31 , 2019 

FINDINGS- FINANCIAL STATEMENT AUDIT 

2019-1 Due to a limited number of personnel employed in the accounting area, incompatible work 
functions are often performed by the same individual and a high degree of trust in 
employees is necessitated. Ideally, each key step of an accounting system should be 
segregated among employees. However, this is not always feasible due to the cost versus 
benefit relationship inherent in providing internal control. In the process of segregating 
functions among employees, management must continually make decisions relating to the 
applicable costs in comparison to the expected benefits to be ach ieved. 

Deficiency: The Water District has a lack of segregation of duties involving key steps in the 
accounting system between employees. 

Criteria: Internal controls should be in place that provides reasonable assurance that 
accounting transactions (billings, adjustments, cash receipts and disbursements) are 
properly recorded and authorized. 

Effect: Because of a lack of segregation of duties involving key steps in the accounting 
system, transactions may occur that are not properly recorded, or authorized. 

Recommendation: We recommend the segregation of duties between accounting 
employees to the extent possible based on limited personnel. 

Management Response: Management is aware of the costs and benefits related to 
providing internal control, however, the risk of loss is mitigated via the purchase of 
insurance coverage to protect the Water District aga inst loss. Management and those 
charged with governance will continue to provide strong oversight to the Water District's 
operations. 
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